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0DQDJHPHQWRIWKH,1((/+/:3URJUDP2IILFHIHHOVWKDWWKHFXUUHQWSROLWLFDODQGHFRQRPLF
HQYLURQPHQWUHTXLUHVJUHDWHULQQRYDWLRQDQGDGDSWDELOLW\E\WKH3URJUDPWKDQLWVFXUUHQWFDSDELOLWLHVSURYLGH
&RVWVFKHGXOHDQGWHFKQLFDOEDVHOLQHVDUHHVWLPDWHGSRRUO\UHODWLYHWRDFWXDOVGHVSLWHJRRGLQWHQWLRQVDQG
DWWHPSWVE\3URJUDPSHUVRQQHOWRHOLPLQDWHYDULDQFHV3ODQQLQJDQGLPSOHPHQWDWLRQRIWKHEDVHOLQHVKDYHWR
LPSURYHEHFDXVHWKHSROLWLFDODQGHFRQRPLFHQYLURQPHQWVDUHIRUFLQJWKHIHGHUDOFXVWRPHUWRVLPXOWDQHRXVO\
UHTXLUHJUHDWHUZRUNVFRSHDQGVPDOOHUEXGJHWV,IWKH3URJUDPGRHVQ¶WLQFUHDVHLWVFDSDFLW\WRLQQRYDWHDQG
FRQWLQXRXVO\DGDSWWRFKDQJLQJFXVWRPHUUHTXLUHPHQWVLWULVNVKDYLQJWKHFXVWRPHUFKRRVHDPRUHQLPEOHVLWH
RUFRQWUDFWRUWRSHUIRUPWKHZRUNVFRSH
2IILFHPDQDJHPHQWIHHOVWKDWWKHURRWFDXVHLVDIDLOXUHRI3URJUDPSHUVRQQHOWRFRPPXQLFDWH
HIIHFWLYHO\ERWKLQWHUQDOO\DQGH[WHUQDOO\7KLVIDLOXUHSURKLELWVGHFLVLRQVWREHPDGHLQDPDQQHUDVV\VWHPDWLF
LQWHJUDWHGDQGFRPSUHKHQVLYHDVGHVLUHG7KLVUHVXOWVLQOHVVHIIHFWLYHSUREOHPVROYLQJDQGUHODWLYHO\SRRU
SODQQLQJ	LPSOHPHQWDWLRQRIWKHFRVWVFKHGXOHDQGWHFKQLFDOEDVHOLQHV
%DFNJURXQG
2IILFHPDQDJHPHQWXQGHUVWDQGVWKDWLWVMXGJHPHQWDQGSHUFHSWLRQDUHUHODWLYHWRDJRDO0DQDJHPHQW¶V
GLVVDWLVIDFWLRQOLHVQRWLQDFRPSDULVRQZLWKSDVWSHUIRUPDQFHEXWUDWKHUZLWKWKHGLIIHUHQFHEHWZHHQLWV
SHUFHSWLRQRIFXUUHQWUHDOLW\DQGLWVSHUFHSWLRQRIZKDWLVUHTXLUHGLQWKHIXWXUH'2(LVQHDULQJWKHHQGRID
PXOWL\HDUHQGHDYRUWRVHOHFWWHFKQRORJLHVIRUILQDOWUHDWPHQWRIOLTXLGDQGVROLG+/:DW,1((/+/:KDV
ERWKUDGLRDFWLYHDQGKD]DUGRXVFRQVWLWXHQWV$5HFRUGRI'HFLVLRQ52'IRUWUHDWPHQWLVH[SHFWHGZLWKLQWKH
\HDU7KH8QLWHG6WDWHV'HSDUWPHQWRI(QHUJ\'2(ZLOOH[SHFWWKH+/:3URJUDPWRSODQDQGLPSOHPHQWWKH
SDWKIRUZDUGRXWOLQHGLQWKH52'ZLWKLQDQRSWLPXPEDODQFHEHWZHHQVFKHGXOHDQGFRVWWKDWDUHDFFXUDWHO\
HVWLPDWHGXSIURQW,IWKH+/:3URJUDPFDQQRWSHUIRUPDVH[SHFWHG'2(ZLOOILQGDQRWKHURUJDQL]DWLRQWKDW
FDQ
2IILFHPDQDJHPHQWLVIUXVWUDWHGWKDWWKH3URJUDP¶VFRPSHWHQWDQGFRQVFLHQWLRXVHPSOR\HHVDSSHDUWR
SHUIRUPOHVVHIIHFWLYHO\DVDJURXSWKDQWKH\FDQDVLQGLYLGXDOV2IILFHPDQDJHPHQWIHHOVWKDWLPSURYLQJWKH
FRPPXQLFDWLRQDQGLQWHJUDWLRQRI3URJUDPSHUVRQQHOLVNH\WRSURGXFLQJWKHGHVLUHGVXSHULRUSHUIRUPDQFH
7KH3URJUDPKDVWZRPDLQIXQFWLRQDORUJDQL]DWLRQV2SHUDWLRQVDQGWKH2IILFH2SHUDWLRQVLQYROYHV
0DQXIDFWXULQJ0DLQWHQDQFHDQGORZOHYHO3URFHVV(QJLQHHULQJ7KH2IILFHFRQVLVWVRI7HFKQRORJ\
'HYHORSPHQW6WUDWHJLF3ODQQLQJ3URMHFWVDQGKLJKHUOHYHO3URFHVV(QJLQHHULQJ7UDGLWLRQDOO\WKHPDLQIRFXV
RIWKH2IILFHLVSODQQLQJZKLOHWKHPDLQIRFXVRI2SHUDWLRQVLVLPSOHPHQWDWLRQ2IILFHPDQDJHPHQWSHUFHLYHV
WKHVDPHODFNRILQWHJUDWLRQDQGFRPPXQLFDWLRQEHWZHHQWKHIXQFWLRQDOVHFWLRQVZLWKLQWKH2IILFHDVLWSHUFHLYHV
EHWZHHQWKH2IILFHDQG2SHUDWLRQV
7KHWDVNRIWU\LQJWRLQFUHDVHWKHLQQRYDWLRQDQGDGDSWDELOLW\RIWKH3URJUDPLVPDGHPRUHGLIILFXOWE\
WKHIDFWWKDWWKH3URJUDPLVDQRUJDQL]DWLRQDOXQLWWKDWOLHVZLWKLQDPXFKELJJHUDQGEXUHDXFUDWLFHQWHUSULVH$
IHGHUDOODERUDWRU\VXFKDV,1((/KDVPXOWLSOHRUJDQL]DWLRQDOSOD\HUVHDFKZLWKGLVWLQFWFKDUDFWHULVWLFV7KH
FXVWRPHUDQGRYHUVHHU'2(LQKHULWVVHYHUDOFKDUDFWHULVWLFVIURPLWVSDUHQWIHGHUDOJRYHUQDQFHVWUXFWXUH
YROXPLQRXVSURFHGXUHVWRSGRZQPDQDJHPHQWDIXQGLQJEDVHGRUJDQL]DWLRQDOVWUXFWXUHH[WHQGHGVFKHGXOHV
IRUFDSLWDOSURMHFWVEHFDXVHRIGUDZQRXWFRQJUHVVLRQDOIXQGLQJF\FOHVDQGDSROLWLFDORUJDQL]DWLRQDQGFXOWXUH
RYHUOD\FKDUDFWHUL]HGE\VKRUWWHUPSROLF\FRPPLWPHQWVGLFWDWHGE\WKHHOHFWLRQSURFHVV
7KHIDFWWKDWWKH+/:3URJUDPPDQDJHVQXFOHDUIDFLOLWLHVEULQJVDGGLWLRQDOFRQWUROVDQGRYHUVLJKWWKDW
FRQVWUDLQLQGLYLGXDOLQQRYDWLRQHYHQIXUWKHUPRVWSHRSOHSUHIHUVWDQGDUGL]HGSURFHGXUHVDWQXFOHDUIDFLOLWLHV
UDWKHUWKDQHPSRZHUHGRSHUDWRUVVROYLQJSUREOHPV³E\WKHVHDWRIWKHLUSDQWV´&RQFHUQIRUHPSOR\HHDQG
SXEOLFVDIHW\DWDQXFOHDUIDFLOLW\LQKHUHQWO\GLPLQLVKWKHGHVLUHGOHYHORIHPSOR\HHHPSRZHUPHQW
7KHVLWHLWVHOIKDVWUDGLWLRQDOO\KDGDQRUJDQL]DWLRQDOVWUXFWXUHEDVHGRQIXQFWLRQZKLFKWHQGVWRFUHDWH
³VLORV´DQGWRSUHYHQWFURVVIXQFWLRQDOFRRUGLQDWLRQ7KHIHGHUDOJRYHUQDQFHQXFOHDUFRQWUROVDQGWKHVLWH
RUJDQL]DWLRQDOVWUXFWXUHLQDJJUHJDWHSURGXFHDFXOWXUHDQGZRUNHQYLURQPHQWWKDWGRHVQRWLQKHUHQWO\IRVWHU
LQQRYDWLRQDQGDGDSWDELOLW\7KH,1((/+/:6\VWHPLVHVVHQWLDOO\DVXESDUWRIDWRSGRZQVKRUWVLJKWHG
VORZDFWLQJFDWHJRU\DQGIXQFWLRQEDVHGRUJDQL]DWLRQDOKLHUDUFK\WKDWDWWHPSWVWRPLWLJDWHKLJKSROLWLFDODQG
KHDOWKULVNVE\OLPLWLQJWKHGHJUHHVRIIUHHGRPRIHPSOR\HHV&URVVIXQFWLRQDOFRPPXQLFDWLRQLQWHJUDWLRQ
HPSRZHUPHQWORQJWHUPDQGKROLVWLFWKLQNLQJFDOFXODWHGULVNWDNLQJDQGFKDOOHQJLQJWKHVWDWXVTXRDUHQRW
LQKHUHQWO\IRVWHUHGE\VXFKDQHQWHUSULVH
7KHFDULFDWXUHJLYHQDERYHRIWKHODUJHUHQWHUSULVHPD\DSSHDUWREHQHJDWLYHEXWQRMXGJHPHQWLV
LQWHQGHG0XFKRIWKHEXUHDXFUDWLFZHEWKDWFDVFDGHVGRZQWRDIHGHUDOQXFOHDUODERUDWRU\LVDQDWXUDOUHVXOWRI
KDYLQJDGHPRFUDWLFIRUPRIJRYHUQPHQWDQG$PHULFDQVRFLHW\¶VKLJKUHJDUGIRUVDIHW\6RPHVHHPLQJO\
LQHIILFLHQWJRYHUQDQFHFKDUDFWHULVWLFVRIDIHGHUDOQXFOHDUODERUDWRU\PD\VLPSO\EHVRPHRIWKHUHTXLUHGFRVWV
IRUWKHEHQHILWVRISROLWLFDOIUHHGRPDQGSXEOLFVDIHW\
7KLVUHSRUWGRHVQ¶WIRFXVRQWKHODUJHUHQWHUSULVH±WKHIORZGRZQIURPWKHIHGHUDOJRYHUQDQFHSXEOLF
VDIHW\DQGVLWHRUJDQL]DWLRQ±EHFDXVHWKDWLVRXWVLGHWKHVSKHUHRIGLUHFWLQIOXHQFHRI2IILFHPDQDJHPHQW,WLV
EULHIO\GHVFULEHGEHFDXVHLWLVDQHQYLURQPHQWDOUHDOLW\WKDW2IILFHPDQDJHPHQWKDVWRGHDOZLWKZKHQ
DWWHPSWLQJWRVROYHLWVSUREOHP,QVWHDGWKHFKDQJHSURSRVDOIRFXVHVRQZKDWFDQEHGRQHZLWKLQWKH2IILFHDQG
3URJUDPRUJDQL]DWLRQVWRVROYHWKHSUREOHPDQGWKHUHE\LPSURYHSHUIRUPDQFH
3URSRVHG6ROXWLRQ
7KLVUHSRUWSUHVHQWVDSURSRVDOIURPWZRV\VWHPVHQJLQHHUVLQWKH6WUDWHJLF3ODQQLQJVHFWLRQRIWKH
2IILFHIRUFKDQJHVWRFUHDWHD3URJUDPWKDWZLOOKDYHV\QHUJ\D3URJUDPWKDWZLOOEHJUHDWHUWKDQWKHVXPRILWV
SDUWVDQGD3URJUDPZKRVHSHUIRUPDQFHZLOOEHVXSHULRUWRZKDWLWVJRRGHPSOR\HHVFRXOGGRLQGLYLGXDOO\
7KHSURSRVDOZDVUHTXHVWHGE\2IILFHPDQDJHPHQW
7KHUHDUHWZREDVLFDOWHUQDWLYHVROXWLRQV
• 7KHWUDGLWLRQDOIXQFWLRQDOYLHZRIRUJDQL]DWLRQVUHVXOWVLQDWDVNRULHQWHGUHFRPPHQGDWLRQZLWKD
PDQDJHPHQWE\REMHFWLYH0%2W\SHRIPRQLWRULQJPHFKDQLVP,WDVVXPHVWKDWHDFKIXQFWLRQDO
RUJDQL]DWLRQKDVWRWDOFRQWURORYHULWVSHUIRUPDQFH,WZRXOGEHVLPSOHWRLPSOHPHQWEHFDXVHLW
ZRXOGLQFOXGHQDUURZO\GHILQHGHDV\WRWUDFNSHUIRUPDQFHVWDQGDUGV
• $V\VWHPVDSSURDFKDFFRXQWVIRUWKHLQWHUGHSHQGHQFLHVEHWZHHQRUJDQL]DWLRQDOXQLWVDQGDVVXPHV
WKDWFULWLFDOYDOXHDGGLQJDFWLYLWLHVDUHRIDFURVVIXQFWLRQDOQDWXUHWKDWUHTXLUHJRDOFRQJUXHQF\DQG
DOLJQPHQWDFURVVIXQFWLRQDOXQLWV'HDOLQJZLWKWKLVFRPSOH[LW\UHTXLUHVPRUHVNLOODQGDWWHQWLRQ
IURPPDQDJHUVEHFDXVHLWGHPDQGVDKROLVWLFYLHZDQGUHTXLUHVFURVVIXQFWLRQDOSHUIRUPDQFH
VWDQGDUGV
$VROXWLRQEDVHGLQWKHWUDGLWLRQDOYLHZZRXOGQRWSURGXFHWKHGHVLUHGFKDQJHLQHPSOR\HHEHKDYLRU
WRZDUGVPRUHFURVVIXQFWLRQDOSUREOHPVROYLQJEHFDXVHRILWVIXQFWLRQDOP\RSLDDQGLJQRUDQFHRIWKHPHDQV
DVVRFLDWHGZLWK0%2&RQVHTXHQWO\DQHIIHFWLYHV\VWHPVVROXWLRQEDVHGLQVLPSOHFRQFHSWVEXWDPRUH
FRPSOH[LPSOHPHQWDWLRQLVUHFRPPHQGHG
7KHSURSRVDOKDVDVWURQJHPSKDVLVRQLPSURYLQJWKHSHUIRUPDQFHRIWKH2IILFHEHFDXVHWKDWLVDOO
2IILFHPDQDJHPHQWKDVGLUHFWLQIOXHQFHRYHUDQGEHFDXVHWKH2IILFHLVSODJXHGE\WKHVDPHSUREOHPVSHUFHLYHG
IRUWKH3URJUDPDVDZKROH7KHPDMRULW\RI2IILFHSHUVRQQHODUHVFLHQWLVWVDQGHQJLQHHUVDQGSHUIRUPWHFKQLFDO
IXQFWLRQV7KHSURGXFWVFRPLQJRXWRIWKH2IILFH±FRVWVFKHGXOHDQGWHFKQLFDOEDVHOLQHVQHHGWREH
LQQRYDWLYHDQGDGDSWDEOHEHFDXVHRIFKDQJLQJWHFKQRORJLFDOSROLWLFDODQGHFRQRPLFHQYLURQPHQWV%HFDXVH
QXFOHDUIDFLOLWLHVDUHLQYROYHG2SHUDWLRQVSHUVRQQHODUHDOVRKLJKO\WUDLQHGDQGKDYHWREDODQFHWKHFRVW
VFKHGXOHDQGWHFKQLFDOLVVXHVRQDGD\WRGD\EDVLV
7KHSURSRVDOKDVWZRSDUWVDFRQFHSWXDOIUDPHZRUNDQGDQDSSOLFDWLRQVWUDZPDQ$V\VWHPVEDVHG
FRQFHSWXDOIUDPHZRUNLVSUHVHQWHGRIDEHKDYLRUDOPRGHOIRURUJDQL]DWLRQVWKDWUHO\XSRQLQQRYDWLRQDQG
DGDSWDELOLW\IRUWKHLUVXUYLYDOLQWKHPDUNHWSODFH7KHPRGHOLVFUHDWHGIURPWKHZRUNDQGLQVLJKWVRIYDULRXV
UHVHDUFKHUV7KHPRGHOLVWKHQDSSOLHGVSHFLILFDOO\WRWKH,1((/+/:3URJUDP2IILFH7KHSURSRVDOLV
IROORZHGE\DIHZSHUWLQHQWH[DPSOHVUHJDUGLQJLPSOHPHQWDWLRQRIV\VWHPVEDVHGVROXWLRQVWRRUJDQL]DWLRQDO
SUREOHPVDUHGLVFXVVHG
&21&(378$/)5$0(:25.
$FRQFHSWXDOPRGHORIEHKDYLRUZLWKLQDQRUJDQL]DWLRQGHSHQGHQWXSRQLQQRYDWLRQDQGDGDSWDELOLW\IRU
LWVVXFFHVVLVSURSRVHGDQGVKRZQLQ)LJXUH$EXVLQHVVLVFUHDWHGWRVDWLVI\FHUWDLQQHHGVRIWDUJHWHG
FXVWRPHUVVRWKHWDVNRIOHDGHUVKLSLVWRLPSURYHWKHRUJDQL]DWLRQ¶VSHUIRUPDQFHWRLQFUHDVHYDOXHWRWKH
FXVWRPHUV7KLVH[SOLFLWWLHEHWZHHQEXVLQHVVSHUIRUPDQFHDQGFXVWRPHUQHHGVLVWKHIRXQGDWLRQRIWKH
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DQGWRFRPPXQLFDWHDFURVVIXQFWLRQDOOLQHVDUHV\VWHPLFSUREOHPVWKDWQHHGDV\VWHPVVROXWLRQ&RQVHTXHQWO\
WKHPRGHOUHVXOWVLQDQDSSURDFKWKDWFRQVWUDLQVORFDOL]HGEHKDYLRUPRGLILFDWLRQE\WKHQHHGWRUHPDLQDOLJQHG
ZLWKWKHRYHUDOOVWUXFWXUHRIWKHFRPSOHWHHQWHUSULVH7KLVIRFXVRQHQWHUSULVHDOLJQPHQWDQGFRQJUXHQFH
LQFUHDVHVWKHWLPHHIIRUWDQGPDQDJHULDOVNLOOUHTXLUHGEXWLWDOVRLQFUHDVHVWKHSRWHQWLDOHIIHFWLYHQHVV
7KHV\VWHPVEDVHGPRGHOLVDSSOLFDEOHWRWKH,1((/+/:3URJUDP2IILFHEHFDXVHRIWKHIROORZLQJ
FRQGLWLRQVWKH2IILFHLVDORZOHYHOXQLWWU\LQJWRHIIHFWXDWHFKDQJHZLWKLQDODUJHUEXUHDXFUDWLFHQWHUSULVH
WKH,1((/+/:3URJUDPLVDQRUJDQL]DWLRQWKDWUHTXLUHVV\VWHPVWKDWFXWDFURVVIXQFWLRQDOXQLWVWRSURYLGH
LWVVHUYLFHVWKDWDUHEDVHGRQWHFKQRORJLFDOLQQRYDWLRQLHLWUHTXLUHVFXVWRPL]HGUDWKHUWKDQVWDQGDUGVROXWLRQV
LQYROYHVVSHFLDOL]HGPDWHULDOVDQGWUDLQLQJDQGGHSHQGVXSRQVHYHUDOVFLHQWLILFDQGHQJLQHHULQJGLVFLSOLQHV
WKH2IILFH¶VWHFKQLFDOSURIHVVLRQDOVPD\KDYHDQDWXUDOUHVLVWDQFHWRVKDULQJLQIRUPDWLRQDFURVVIXQFWLRQDOOLQHV
EHFDXVHRIWKHLUSHUVRQDOLW\W\SHDQGJRYHUQPHQWFRQFHUQVUHJDUGLQJODERUDWRU\VHFXULW\DQGPHGLDOHDNV
PD\WHQGWRGLVFRXUDJHLQIRUPDWLRQVKDULQJEHWZHHQ3URJUDPSHUVRQQHO

$33/,&$7,2172,1((/+/:352*5$02)),&(
7KHFRQFHSWXDOPRGHOGHYHORSHGLQWKHSUHYLRXVVHFWLRQLVDSSOLHGVSHFLILFDOO\WRWKH,1((/+/:
3URJUDP2IILFHDQGLWVVLWXDWLRQRIGHVLULQJWRGULYHFKDQJHZKLOHEHLQJDQRQDXWRQRPRXVXQLWLQDODUJHU
EXUHDXFUDWLFHQWHUSULVH
&KDQJHLVVRPHWLPHVFDWHJRUL]HGDVGHYHORSPHQWDOWUDQVLWLRQDORUWUDQVIRUPDWLRQDO-LFN
'HYHORSPHQWDOFKDQJHLVFKDUDFWHUL]HGE\³GRLQJPRUHRIWKHVDPHEXWEHWWHU´,WLVLQFUHPHQWDOFKDQJH
7UDQVLWLRQDOFKDQJHLVZKHQWKHRUJDQL]DWLRQORRNVQHZDQGGLIIHUHQWDIWHUWKHFKDQJHEXWWKHOHDGHUZDVDEOHWR
FOHDUO\DQGFRQFLVHO\IRUHVHHWKHQHZORRN7UDQVIRUPDWLRQDOFKDQJHLVZKHQWKHQHZRUJDQL]DWLRQORRNV
QRWKLQJOLNHWKHROG7KHFKDQJHVKDYHVXFKGHHSLPSDFWWKDWWKHOHDGHULVQ¶WDEOHWRIRUHVHHWKHILQDOIRUP
$OWKRXJKWKHOHDGHUFDQ¶WSUHGLFWWKHILQDOORRNKHLVVRFRQYLQFHGRIWKHQHHGIRUWKHIDUUHDFKLQJFKDQJHVKH
SURFHHGVIRUZDUGDQ\ZD\
$FKDQJHHIIRUWOLPLWHGWRWKH+/:3URJUDPLVQ¶WWUDQVIRUPDWLRQDOLQQDWXUHEHFDXVHWKHVFRSHLVVPDOO
DQGGRHVQ¶WLQYROYHUDGLFDOUHFRQFHSWXDOL]DWLRQRIWKHRUJDQL]DWLRQ7KHGHVLUHGFKDQJHLVQ¶WGHYHORSPHQWDO
EHFDXVH³PRUHRIWKHVDPH´LVQ¶WZDQWHG,WLVIHOWWKDWWKHGHVLUHGFKDQJHLVWUDQVLWLRQDOEHFDXVHDGLIIHUHQWDQG
VRPHZKDWQHZIRUPLVGHVLUHGEXWWKHFKDQJHVZRXOGQ¶WUXQVRGHHSWKDWPDQDJHPHQWZRXOGQ¶WEHDEOHWR
HQYLVLRQWKHQHZIRUP0DQDJHPHQWFRXOGYLVXDOL]HDQHZVWDWHDFKLHYHGIURPLQWURGXFLQJQHZSURFHVVHVDQG
V\VWHPV7UDQVLWLRQDOFKDQJHLQYROYHVDSSUHFLDEOHGHSWKDQGFRPSOH[LW\RILPSOHPHQWDWLRQDQGLQYHVWPHQWRI
RUJDQL]DWLRQDOUHVRXUFHV
,QGXFH6WURQJ0HDQLQJ
2IILFHPDQDJHPHQWIHHOVWKDWRQHRIWKHVWUHQJWKVRIWKH+/:3URJUDPLVWKHVWURQJLPSRUWDQFHWKDWLWV
SHRSOHSODFHXSRQWKHRUJDQL]DWLRQ¶VPLVVLRQ0DQDJHPHQWIHHOVWKDW3URJUDPHPSOR\HHVGHULYHLQWULQVLF
VDWLVIDFWLRQIURPPLWLJDWLQJDVLJQLILFDQWVDIHW\DQGHQYLURQPHQWDOFRQFHUQE\VDIHO\PDQDJLQJ+/:2IILFH
PDQDJHPHQWGRHVQ¶WVHHWKHQHHGIRUDGGLWLRQDOPDQDJHPHQWIRFXVRQWKLVNH\DFWLYLW\
$OLJQPHQW%HWZHHQ³:DON´DQG³7DON´
2IILFHPDQDJHPHQWFRQVLGHUVWKHQHHGIRUWKLVNH\DFWLYLW\WREHVHOIHYLGHQWDQGDFFHSWVLWV
UHVSRQVLELOLW\WR³ZDONWKHWDON´
&RQWURO6\VWHPVQRW3HRSOH
%HIRUHLPSOHPHQWLQJV\VWHPVRULHQWHGRUJDQL]DWLRQDOFKDQJH.LUE\IHHOVWKDWWKHOHDGHUQHHGV
WRGHWHUPLQHZKDWFDSDELOLWLHVDUHDQGZLOOEHYDOXHGE\FXVWRPHUVLGHQWLI\WKHPHPEHUEHKDYLRUVDQG
FULWLFDOV\VWHPVRIWKHRUJDQL]DWLRQWKDWSURGXFHVXFKFDSDELOLWLHVDQGJDLQDQXQGHUVWDQGLQJRIWKH
UHODWLRQVKLSVEHWZHHQWKHVHFULWLFDOV\VWHPVDQGWKHLUVXESDUWV2IILFHPDQDJHPHQWIHHOVWKDWWKHGHVLUHG
FDSDELOLW\LVWRLPSOHPHQWWKH+/:SDWKIRUZDUGDVGHWHUPLQHGE\WKH(,6ZLWKLQDQRSWLPXPEDODQFH
EHWZHHQVFKHGXOHDQGFRVWWKDWDUHDFFXUDWHO\HVWLPDWHGEHIRUHKDQGDQGWKHUHTXLUHGHPSOR\HHEHKDYLRUVDUH
FURVVIXQFWLRQDOSUREOHPVROYLQJDQGLQWHJUDWHGV\VWHPDWLFGHFLVLRQPDNLQJ7KUHHFULWLFDOV\VWHPVWRKHOS
FUHDWHWKHYDOXHGFDSDELOLW\DQGIDFLOLWDWHWKHEHKDYLRUVDUHSURSRVHGDQGGHVFULEHGEHORZ

 'HFLVLRQ0DNLQJ±DVVXUHVWKDWGHFLVLRQVDQGUHFRPPHQGDWLRQVDFKLHYHWKHSDWKIRUZDUGVDIHO\DQG
FRVWHIIHFWLYHO\
D .QRZOHGJHPDQDJHPHQW±DVVXUHVHIILFLHQWDQGHIIHFWLYHJDWKHULQJVWRULQJUHWULHYDODQG
GLVWULEXWLRQRINQRZOHGJHWKURXJKRXWWKHRUJDQL]DWLRQ
E&RRUGLQDWLRQFRQWURO±IRUPDOPHFKDQLVPVWRDVVXUHWKDWWKHDSSURSULDWHLQIRUPDWLRQDQDO\VHV
DQGVWDNHKROGHUIHHGEDFNDQGFRQFXUUHQFHDUHREWDLQHGDQGXVHGLQWKHGHFLVLRQPDNLQJ
SURFHVV
L 5LVNPDQDJHPHQW±DVVXUHVWKHSHUIRUPDQFHRIDGHTXDWHDQDO\VLVDQGDVVHVVPHQWVRI
ILQDQFLDOWHFKQLFDOUHSXWDWLRQSROLWLFDODQGHQYLURQPHQWDOULVNVRISRWHQWLDOGHFLVLRQV
F &XOWXUH
L 5HZDUGV\VWHPEHOLHIVDQGYDOXHV
G2UJDQL]DWLRQDOVWUXFWXUH
 7HFKQRORJ\'HSOR\PHQW±DVVXUHVWKHVXFFHVVIXOOLIHF\FOHGHSOR\PHQWRISURFHVVWHFKQRORJLHVWR
DFKLHYHWKHSDWKIRUZDUG
D 7HFKQRORJ\GHYHORSPHQW±DVVXUHVWKDWRSWLPDOWHFKQRORJLHVDUHVHOHFWHGDQGGHYHORSHG
HIILFLHQWO\
E 7HFKQRORJ\LPSOHPHQWDWLRQ±DVVXUHVWKHVXFFHVVIXOWUDQVIHUDQGXWLOL]DWLRQRIWHFKQRORJ\WR
GD\WRGD\RSHUDWLRQV
F &RQWLQXRXVSURFHVVLPSURYHPHQW±DVVXUHVFRQWLQXDOLPSURYHPHQWLQH[LVWLQJPDQXIDFWXULQJ
SURFHVVHV
 6XSSRUW,QIUDVWUXFWXUH±DVVXUHVWKDWWKHSURSHUW\SHTXDQWLW\DQGTXDOLW\RILQIUDVWUXFWXUHSK\VLFDO
DQGVHUYLFHVH[LVWVWRVXSSRUWWKHVXFFHVVIXOFRPSOHWLRQRIWKHSDWKIRUZDUG
&ULWLFDOV\VWHPVEHFDXVHWKH\SURGXFHFXVWRPHUYDOXHLQYDULDEO\FURVVIXQFWLRQDOOLQHVDQGLQYROYH
SHRSOHIURPPDQ\GLIIHUHQWGHSDUWPHQWV7KH7HFKQRORJ\'HSOR\PHQWFULWLFDOV\VWHPIRUH[DPSOHKDVWKUHH
VXEV\VWHPVDQGLQYROYHVVHYHUDOIXQFWLRQDOGHSDUWPHQWV±2SHUDWLRQV7HFKQRORJ\'HYHORSPHQW3URMHFWV
6WUDWHJLF3ODQQLQJDQG3URFHVV(QJLQHHULQJ7KHVHWKUHHV\VWHPVLIPDQDJHGDSSURSULDWHO\ZLOOIRUFHWKH
PHDQLQJIXOFURVVIXQFWLRQDOFRPPXQLFDWLRQVRULHQWHGWRZDUGPXOWLGHSDUWPHQWSUREOHPVROYLQJWKDWDUH
UHTXLUHGWRLQFUHDVHWKHOHYHORILQQRYDWLRQDQGDGDSWDELOLW\ZLWKLQWKH2IILFHDQGWKH3URJUDP([SODQDWLRQVRI
WKHSURSRVHGFULWLFDOV\VWHPVDQGWKHLUVXEV\VWHPVDQGLQWHUUHODWLRQVKLSVDUHSURYLGHGLQ)LJXUHVDQG
)LJXUHLVDFRDUVHJUDSKLFDOGHVFULSWLRQRIWKH,1((/+LJK/HYHO:DVWH6\VWHP,WUHFHLYHVLQSXWV
IURPDQGRUJLYHVRXWSXWVWRWKHRWKHU(QYLURQPHQWDO0DQDJHPHQW(0SURJUDPVDWWKHVLWH2QDVLWHZLGH
EDVLV(03URJUDPVKDVGLUHFWLQWHUIDFHVZLWKRWKHUVLWHVVWDWHRI,GDKRDQGWKH1DY\&RPSOH[ZLGH(0
3URJUDPVLQWHUIDFHVZLWKRWKHUQDWLRQDORUJDQL]DWLRQVVXFKDVWKH1XFOHDU5HJXODWRU\&RPPLVVLRQ15&WKH
(QYLURQPHQWDO3URWHFWLRQ$JHQF\(3$DQGWKH:DVWH,VRODWLRQ3LORW3ODQW:,337KHLQSXWVRXWSXWV
EHWZHHQWKHWKUHHVXEV\VWHPVRIWKH,1((/+/:6\VWHPDUHDOVRVKRZQLQ)LJXUH7KH'HFLVLRQ0DNLQJ
V\VWHPLVUHVSRQVLEOHIRUFUHDWLQJPHFKDQLVPVWRPDQDJHNQRZOHGJHDQGWRPHDVXUHDQGFRQWUROWKH
FRRUGLQDWLRQRIGHFLVLRQPDNLQJZLWKLQWKHHQWLUH,1((/+/:6\VWHP7RGRWKLVSURSHUO\'HFLVLRQ0DNLQJ
LQWHUIDFHVZLWKWKHRWKHUWZRFRPSRQHQWV\VWHPVWRDVVXUHFRPSDWLELOLW\EHWZHHQLWVPHFKDQLVPVDQGWKHLU
QHHGVH[SHFWDWLRQVDQGFRQVWUDLQWV7KH6XSSRUW,QIUDVWUXFWXUHV\VWHPSURYLGHVIDFLOLW\DQGFRPPXQLFDWLRQ
UHODWHGVXSSRUW
)LJXUHJRHVGRZQRQHOHYHORIJUDQXODULW\WRVKRZLQWHUQDOVRIWKH'HFLVLRQ0DNLQJFULWLFDOV\VWHP
7KHGLDJUDPVKRZVWKDWWKH2UJDQL]DWLRQDQG&XOWXUHVXEV\VWHPVSURYLGHRXWSXWVWRWKH.QRZOHGJH
0DQDJHPHQWDQG&RRUGLQDWLRQ&RQWUROVXEV\VWHPV7KHODWWHUWZRVXEV\VWHPVLQWHUIDFHZLWKHDFKRWKHUWR
SURYLGHWKH'HFLVLRQ0DNLQJRXWSXWVWRWKHRWKHUFULWLFDOV\VWHPV
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$WWHQGWR&RRUGLQDWHDQG0DQDJH&ULWLFDO6\VWHPV
,WLVUHFRPPHQGHGWKDW.LUE\¶VVL[FULWHULDIRUV\VWHPRZQHUVKLSEHVWURQJO\HQIRUFHG
ZKHQFKRRVLQJV\VWHPPDQDJHUV)RUWKHWLPHEHLQJKRZHYHURQO\DVXESDUWWKH+/:3URJUDP2IILFH
±IHHOVVWURQJO\HQRXJKDERXWWKHODFNRIFURVVIXQFWLRQDOLQWHUIDFLQJWRWDNHWKHOHDGLQWKLVEHKDYLRUDO
FKDQJHHQGHDYRU&RQVHTXHQWO\LWLVUHFRPPHQGHGWKDWDOOLQLWLDOPDQDJHUVRIWKHFULWLFDOV\VWHPVEH
PHPEHUVGLUHFWRUPDWUL[HGRIWKH3URJUDP2IILFHDQGWKDWWKH3URJUDP2IILFHLPSOHPHQWWKHFRQFHSW
RQO\ZLWKLQLWVRZQRUJDQL]DWLRQ7KHKRSHLVWKDWWKHRWKHUIXQFWLRQDOSDUWVRIWKH,1((/+/:6\VWHP
ZLOOJUDGXDOO\DGRSWWKHFRQFHSWRQFHWKH\DUHLQYROYHGLQLWYLDWKHLQWHUIDFLQJHIIRUWVRIWKH3URJUDP
2IILFH%HFDXVHWKH'HFLVLRQ0DNLQJV\VWHPLVWKHFUX[RIWKH3URJUDP2IILFH¶VHQGHDYRUWRLQFUHDVH
FURVVIXQFWLRQDOSUREOHPVROYLQJDQGLWVRXWSXWVDUHRUJDQL]DWLRQDOVWUXFWXUHFXOWXUHDQGDGPLQLVWUDWLYH
SROLFLHVLWLVUHFRPPHQGHGWKDWLWVRZQHUEHWKH3URJUDP2IILFHPDQDJHU7KH2IILFHPDQDJHUVDWLVILHV
DOORIWKHVL[RZQHUVKLSFULWHULDZLWKLQWKH3URJUDP2IILFHDQGLWZLOOJLYHKLVVWDIIWKHRSSRUWXQLW\WRVHH
KLP³ZDONWKHWDON´LQDPRUHDFWLYHUROH,WLVUHFRPPHQGHGWKDWWKH7HFKQRORJ\'HYHORSPHQWPDQDJHU
EHWKHRZQHURIWKH,QWHJUDWHG7HFKQRORJ\'HSOR\PHQWFULWLFDOV\VWHPDQGWKDWDPHPEHURIWKH2IILFH
VHQLRUVWDIIEHDVVLJQHGUHVSRQVLELOLW\IRU6XSSRUW,QIUDVWUXFWXUH
(PSKDVL]H+XPDQ'HYHORSPHQW
2IILFHPDQDJHPHQWQHHGVWRDVVXUHWKDWVXSHUYLVRUVDQGPDQDJHUVRILWVIXQFWLRQDOVHFWLRQVKDYH
WKHQHFHVVDU\VNLOOVWRERWKUHFHSWLYHO\OLVWHQDQGDFWLYHO\FKDOOHQJHLQDFRQVWUXFWLYHDQGWHDFKLQJ
PDQQHU2WKHUZLVHVXERUGLQDWHVZLOOQRWOHDUQWKHGHVLUHGEHKDYLRUV7UDLQLQJPD\EHUHTXLUHGIRUVRPH
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7LH%HKDYLRU0HDVXUHV2EMHFWLYHVDQG&XVWRPHU1HHGV7RJHWKHU
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FRVWDQGVFKHGXOHYDULDQFHV
FXVWRPHU¶VSHUIRUPDQFHHYDOXDWLRQVFRUHV
• /HDGLQJ,QGLFDWRU%HKDYLRUPHDVXUHVIRU'HFLVLRQ0DNLQJFULWLFDOV\VWHPQXPEHURI
NQRZOHGJHJDSVLGHQWLILHGDQGFORVHGQXPEHURIQHZIXQFWLRQDOLQWHUIDFHVIRUPDOO\
HVWDEOLVKHG
)RUPRVWEXVLQHVVHVDUHYHQXHUHODWHGPHWULFOLNHWRWDOVDOHVRUPDUNHWVKDUHFDQEHDQDFFXUDWH
HQGUHVXOWPHDVXUHRIFXVWRPHUVDWLVIDFWLRQ7KHILQDOSURGXFWVGHYHORSPHQWRIDWHFKQRORJ\RUWKH
GLVSRVDORIDZDVWHVWRFNSLOHIRUH[DPSOHRIWKH+/:3URJUDPDUHXVXDOO\VHUYLFHVDLPHGDWPLWLJDWLQJ
QHJDWLYHVLWXDWLRQVWKDWPD\WDNHVHYHUDO\HDUVRUGHFDGHVWRFRPSOHWHUDWKHUWKDQDWDQJLEOHSURGXFWZLWK
OLIHHQKDQFLQJIHDWXUHVWKDWFDQEHSXUFKDVHGRQGHPDQGDWDUHWDLOVKRS&RQVHTXHQWO\'2(DWWHPSWVWR
PHDVXUH3URJUDPSHUIRUPDQFHE\DVVHVVLQJLQFUHPHQWDOSURJUHVVRYHUVSHFLILHGWLPHLQWHUYDOV&XUUHQW
SUDFWLFHLVIRU'2(WRJLYHSHUIRUPDQFHHYDOXDWLRQVFRUHVTXDUWHUO\DQGDQQXDOO\
$VWKHFDSDELOLW\YDOXHGE\WKHFXVWRPHULVEHLQJFUHDWHG,1((/+/:¶VHVWLPDWHVRIVFKHGXOH
DQGFRVWVKRXOGEHFRPHPRUHDFFXUDWHDQGSURMHFWH[HFXWLRQVPRRWKHUUHVXOWLQJLQGHFUHDVLQJFRVWDQG
VFKHGXOHYDULDQFHV7KLVVKRXOGFDXVH+/:¶VSHUIRUPDQFHDVHYDOXDWHGDQGVFRUHGE\'2(WR
LQFUHDVH7UHQGVLQPHWULFVDUHPRUHLPSRUWDQWWKDQDEVROXWHYDOXHV0RQWKO\YDULDQFHVDQGTXDUWHUO\
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FORVXUHDQGLQWHUIDFHGHYHORSPHQWDUHFRQVLGHUHGWREHOHDGLQJLQGLFDWRUPHDVXUHVRIWKHHQGUHVXOW
PHDVXUHVWKHYDULDQFHVDQGFXVWRPHUSHUIRUPDQFHHYDOXDWLRQVFRUHV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FURVVIXQFWLRQDOSUREOHPVROYLQJZLWKLWVHPSKDVLVRQIURQWHQGHIIRUWWRGHFUHDVHEDFNHQGULVNVLVWKH
EHKDYLRUDOOHYHUDJH,VWKHFXVWRPHUPRUHFRQFHUQHGDERXWOLIHF\FOHFRVWDQGVFKHGXOHWKDQWKHFXUUHQW
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KDVWREHFRQILUPHGUHSHDWHGO\RYHUWLPHVRPDQDJHPHQWKDVWREHSUHSDUHGWRPDNHDGMXVWPHQWVDV
FLUFXPVWDQFHVFKDQJHDQGLWVNQRZOHGJHRIWKHFXVWRPHUDQGHPSOR\HHEHKDYLRULQFUHDVHV+RZPXFKRI
WKH3URJUDP¶VFRVWVFKHGXOHYDULDQFHDWDQ\SRLQWLQWLPHLVGXHWRDODFNRILQWHJUDWHGGHFLVLRQPDNLQJ
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LGHQWLI\LQJJDSVDQGSUREOHPV$VVLJQPHQWVZRXOGEHJLYHQWRDSSURSULDWHPHPEHUVRIWKH3URJUDP
2IILFH¶VVWDIIWRZRUNLGHQWLILHGJDSVDQGUHSRUWQH[WPRQWKZLWKUHVROXWLRQDFWLRQSODQV7KLVZRXOG
UHVXOWLQWKHIRUPDOHVWDEOLVKPHQWRIDWOHDVWWZHOYHFURVVIXQFWLRQDOLQWHUIDFHVZLWKFRUUHVSRQGLQJDFWLRQ
SODQVZLWKLQWKHILUVW\HDU
7KH0%2DSSURDFKZRXOGVXJJHVWHYDOXDWLQJ3URJUDP2IILFHHPSOR\HHVE\QDUURZO\GHILQHG
FULWHULDVXFKDVKRZPDQ\SUREOHPVWKH\LGHQWLI\RUDFWLRQSODQVWKH\ZULWH7KLVZRXOGLQYLWH
³JDPLQJ´KRZHYHU±HPSOR\HHVZRXOGIRFXVRQPLQXWLDWRLQFUHDVHWKHQXPEHURISUREOHPVWKH\
³LGHQWLILHG´IRUH[DPSOH7KHEHKDYLRUEDVHGDSSURDFKRQWKHRWKHUKDQGVXJJHVWVWKDWHPSOR\HHVEH
DSSUDLVHGRQWKHLUFRQWULEXWLRQWRWKHLGHQWLILFDWLRQDQGUHVROXWLRQRIFURVVIXQFWLRQDOSUREOHPV'LGWKH
HPSOR\HHDFWLYHO\SDUWLFLSDWHLQDSRVLWLYHZD\LQWKHH[SORUDWRU\VWDIIPHHWLQJV"'LGWKHHPSOR\HHWU\WR
GHYHORSFRQVWUXFWLYHUHODWLRQVKLSVZLWKLGHQWLILHGLQWHUIDFHV"'LGWKHHPSOR\HHZLOOLQJO\DFFHSW
UHVSRQVLELOLW\WRZRUNZLWKDQLQWHUIDFHWRUHVROYHSUREOHPV"
6RPHPDQDJHUVPD\QHHGWUDLQLQJWRJDLQWKHLQFUHDVHGPDQDJHULDOVNLOOUHTXLUHGIRUXVLQJ
VXEMHFWLYHEURDGO\GHILQHGFULWHULD$IHZPD\HYHQQHHGWREHUHPRYHGIURPGLUHFWVXSHUYLVRU\UROHVLI
WKHUHTXLUHGKDQGVRQDSSURDFKLVQRWFRPSDWLEOHZLWKWKHLUSHUVRQDOPDQDJHULDOVW\OH
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7KHIDFWWKDWWKHHPSOR\HHEHKDYLRUGHVLUHGE\WKH3URJUDP2IILFHLVQRWEHLQJH[KLELWHGWRWKH
GHVLUHGGHJUHHLVHYLGHQFHWKDWVXFKEHKDYLRULVFXUUHQWO\QHLWKHUHYDOXDWHGQRUUHZDUGHGHQRXJKE\HLWKHU
WKHHQWHUSULVHRU2IILFHPDQDJHPHQW2IILFHPDQDJHPHQWWKHUHIRUHKDVWRILUVWIRFXVRQDFKLHYLQJ
LQWHUQDODOLJQPHQW
2IILFHPDQDJHPHQWQHHGVWRPDNHVXUHWKDWLWVHIIRUWVWRLQFUHDVHORFDOLQQRYDWLRQDQG
DGDSWDELOLW\GRQRWVLJQLILFDQWO\FKDOOHQJHWKHHQWHUSULVH¶VEXUHDXFUDF\2QHSRVVLEOHVWUDWHJ\LVWR
DFKLHYHWKHGHVLUHGEHKDYLRUFKDQJHORFDOO\DQGKRSHRXWVLGHUVZLOOZDQWWRIROORZVXLWDIWHUWKH\VHHWKH
LQFUHDVHGVXFFHVVWKH2IILFHKDVUHVXOWLQJLQWKHJUDGXDOVSUHDGLQJRIWKHQHZVXEFXOWXUHWKURXJKRWKHU
SDUWVRIWKHHQWHUSULVHRYHUWLPH6XFKDVWUDWHJ\LVUHFRPPHQGHGVLQFHDWRSGRZQPDQGDWHGRHVQ¶W
VXSSRUWWKH3URJUDP2IILFH¶VGHVLUHGFKDQJHFUHDWHWKHEHKDYLRULQ3URJUDP2IILFHSHUVRQQHODQGKRSH
WKDWRWKHULQWHUIDFHRUJDQL]DWLRQVLPLWDWHWKHEHKDYLRURQFHWKH\VHHLWVEHQHILWVDQGVXFFHVV'RQHLQWKLV
ZD\SRWHQWLDOQHJDWLYHHIIHFWVRIWKHFXOWXUDOPLVDOLJQPHQWEHWZHHQWKH2IILFHDQGHQWHUSULVHFDQEH
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2QFHDGHVLUHIRUFKDQJHLVVWURQJLQRWKHUSDUWVRIWKH,1((/+/:6\VWHPLWZRXOGEH
DGYDQWDJHRXVIRU2IILFHPDQDJHPHQWWRGLVFXVVWKHV\VWHPVDSSURDFKZLWKWKHRWKHUPDQDJHUVDQG
PRGLI\WKHVHWRIFULWLFDOV\VWHPVDQGULJRURXVO\DSSO\WKHV\VWHPPDQDJHUFULWHULD7KLVZLOOWUDQVLWLRQ
WKHSURMHFWIURPEHLQJGULYHQE\WKH3URJUDP2IILFHWRLQVWHDGEHLQJGULYHQE\WKHKLJKHUOHYHO,1((/
+/:3URJUDP7KHVWUXFWXUHRIFULWLFDOV\VWHPVZLOOQHHGWREHG\QDPLFDOO\PRGLILHGDQGDGMXVWHGWR
DFFRXQWIRUQHZLQIRUPDWLRQFRQWLQXDOO\REWDLQHGWKURXJKLQWHUQDODQGH[WHUQDOLQWHUIDFLQJDQGE\
H[WHQGLQJWKHYDQWDJHSRLQWWRKLJKHUOHYHOVDQGDGGLWLRQDOFXVWRPHUYDOXHGFDSDELOLWLHV
8QGHUVWDQGLQJ&RQJUXHQF\DQG&RPPLWPHQW
6WDIIPHHWLQJVIRFXVHGRQLQWHUIDFLDOGHYHORSPHQWDQGPDQDJHUVPHDVXULQJDQGUHZDUGLQJWKH
GHVLUHGHIIRUWVDQGEHKDYLRUVZLOOKHOS2IILFHSHUVRQQHOWRJDLQDFOHDUHUXQGHUVWDQGLQJRIKRZWKH\FDQ
FRQWULEXWHWRWKHVXFFHVVRI,1((/DQG'2(0DQDJHPHQWGLVFXVVLQJWKHSRVVLEOHUHDVRQVXQGHUO\LQJ
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+XPDQ'HYHORSPHQW´VHFWLRQ±HYDOXDWHDQGUHZDUGEHKDYLRUVFRQWULEXWLQJWRWHDPZRUNDQGNQRZOHGJH
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LQFRQJUXHQWZLWKWKHNH\EHKDYLRUVLGHQWLILHGE\2IILFHPDQDJHPHQW7KHFRQFHSWXDOPRGHOVXJJHVWV
WKDWVXFKORFDOL]HGEHKDYLRUPRGLILFDWLRQZLOOEHPRUHGLIILFXOWDQGWLPHFRQVXPLQJEHFDXVHRIWKHQHHG
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PLVDOLJQPHQW
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EHIRUHWKHEXVLQHVVXQLWVVHOILQLWLDWHGWKHLUJOREDOL]DWLRQHIIRUWV6LQFHWKHFRQFHSWRIVKDUHGYDOXHVZDV
DPDMRUSDUWRIKLVYLVLRQKHZDVIRUFHGWRGLPLQLVKKLVUHOLDQFHXSRQFRHUFLYHDQGUHZDUGSRZHUV7R
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7KHUHLVRQHEDVLFUHFRPPHQGDWLRQZLWKUHVSHFWWRLPSOHPHQWLQJWKHSURSRVDODQGWKDWLVWROHW
VXERUGLQDWHVDQGORZHUOHYHOHPSOR\HHVILQGDVROXWLRQWRWKHSUREOHP2IILFHPDQDJHPHQWVKRXOG
VXSSO\WKHJHQHUDOLGHDDQGPDQDJHULDOVXSSRUWEXWVXERUGLQDWHVVKRXOGPDNHWKHUHVWRIWKHGHFLVLRQV
:KHQ-RKQ7UDQLWKHKHDGRI*(¶V0HGLFDO6\VWHPVEXVLQHVVXQLWGHFLGHGWKDWJOREDOL]DWLRQZDV
UHTXLUHGIRUORQJWHUPSURILWDELOLW\KHZDVFRQFHUQHGEHFDXVHRIWKHODFNRIFRPPXQLFDWLRQEHWZHHQKLV
XQLW¶VH[HFXWLYHVLQGLIIHUHQWFRXQWULHV7KH$PHULFDQ)UHQFKDQG-DSDQHVHDUHFRQVLGHUHGWREHDPRQJ
WKHPRVWDUURJDQWQDWLRQDOFXOWXUHVDQGVRPHRIKLVH[HFXWLYHVIURPWKRVHFRXQWULHVZHUHQ¶WHYHQRQ
VSHDNLQJWHUPVZLWKHDFKRWKHU,WLVHDV\WRORVHWKHDZDUHQHVVRIWKHZKROHHQWHUSULVHLQWKHWDQJOHRI
IXQFWLRQDOSURGXFWDQGQDWLRQDOULYDOULHV
7UDQLEHFDPHFRQYLQFHGWKDWSURFHVVEDVHGV\VWHPVWKDWFURVVHGQDWLRQDOERXQGDULHVZHUHWKH
NH\WRRYHUFRPLQJWKHVHLQWHJUDWLRQEDUULHUV+HDFWHGRQWKDWFRQYLFWLRQE\IRUPLQJWHDPVFRPSRVHGRI
KLVH[HFXWLYHVWRGHWHUPLQHZKDWSURFHVVEDVHGRUJDQL]DWLRQZRXOGEHWKHEHVW7KHUHVXOWRIWKHWHDPV¶
HIIRUWVZDVWKHUHFRPPHQGDWLRQIRUDQRUJDQL]DWLRQEDVHGRQVL[SURFHVVHV7UDQLWKHQDVVLJQHGWHDPVWR
GHYHORSWKHGHWLDOVRIHDFKRIWKHLQGLYLGXDOSURFHVVV\VWHPV2QFHWKDWZDVGRQHKHDQGKLVOHDGHUVKLS
WHDPVWKHQIRFXVHGRQLPSOHPHQWDWLRQSODQV
'XULQJLPSOHPHQWDWLRQWKHOHDGHUVKLSWHDPGHFLGHGWKDWLWZRXOGEHEHVWWRSXOOEDFNVRPHZKDW
DQGOLPLWWKHLQLWLDOVFRSHRIWKHFKDQJHHIIRUWWRRQO\WZRV\VWHPVWKDWZHUHH[SHFWHGWRKDYHWKHJUHDWHVW
LPSDFW7UDQLSURYLGHGWKHJHQHUDOVROXWLRQRISURFHVVEDVHGV\VWHPVDQGKLVIXOOVXSSRUW+RZHYHUKLV
VXERUGLQDWHVZKRKDGPRUHGHWDLOHGNQRZOHGJHRIWKHJXWVRIWKHSUREOHPGHILQHGWKHVFRSHGHWHUPLQHG
ZKDWV\VWHPVZRXOGDFWXDOO\EHFUHDWHGGHYHORSHGWKHLPSOHPHQWDWLRQSODQVDQGFRRUGLQDWHGWKHFKDQJH
HIIRUWV¶H[HFXWLRQ7KLVLQVWLOOHGRZQHUVKLSIRUWKHFKDQJHLQKLVVXERUGLQDWHVDQGHDVHGLWV
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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,QDGLIIHUHQWFRPSDQ\DGLYLVLRQKHDGZDVIUXVWUDWHGZLWKWKHODFNRIFRPPXQLFDWLRQEHWZHHQ
KLVIXQFWLRQDOGHSDUWPHQWVDQGIHOWWKDWFURVVIXQFWLRQDOWHDPVZHUHWKHDQVZHU%HHU(LVHQVWDWDQG
6SHQFHU+HIHOWVWURQJO\WKDWEHKDYLRULVQ¶WFKDQJHGE\FKDQJLQJIRUPDOVWUXFWXUHEXWUDWKHUE\
FKDQJLQJUROHVUHVSRQVLELOLWLHVDQGUHODWLRQVKLSV&KDQJHVLQWKHVHWKUHH³U´VIRUFHSHRSOHWRFKDQJH
WKHLUEHKDYLRU
7KHOHDGHUIRUPHGDSHUVRQJURXSUHSUHVHQWLQJDOORUJDQL]DWLRQDOVWDNHKROGHUVWRGLVFXVVWKH
LVVXHV+HVKDUHGKLVYLVLRQRIWDVNDOLJQPHQWZLWKWKHJURXSDQGWKHJURXSPHPEHUVDJUHHGZLWKWKH
JHQHUDOFRQFHSWRIDOLJQLQJUROHVDQGUHVSRQVLELOLWLHVDURXQGFULWLFDOWDVNVUDWKHUWKDQIXQFWLRQV+HDQG
WKHJURXSGHYHORSHGDVKDUHGGLDJQRVLVRIZKDWZDVZURQJDQGKRZWRUHVROYHLW7KHJURXSLGHQWLILHGDOO
WKHWDVNVQHHGHGWREHFRPSHWLWLYHDQGFDPHXSZLWKDV\VWHPRIFURVVIXQFWLRQDOWHDPVWRDFFRPSOLVKWKH
WDVNV7KHVHWHDPVZHUHWREHDGKRFWKDWLVWKH\ZRXOGRYHUOD\UDWKHUWKDQUHSODFHWKHH[LVWLQJIRUPDO
IXQFWLRQDORUJDQL]DWLRQ7KLVDFWLYLW\UHVXOWHGLQDFRUHJURXSEHLQJFRPPLWWHGWRDSDUWLFXODUDQDO\VLVRI
WKHSUREOHP
7KHOHDGHUIROORZHGWKLVDFWLYLW\E\FUHDWLQJDODUJHUSHUVRQWDVNIRUFHWRUHILQHWKHWHDP
PRGHODQGILOOLQWKHGHWDLOV+LVDLPZDVWRH[WHQGWKHFRQVHQVXVDQGFRPPLWPHQWWRDEURDGHUEDVHRI
HPSOR\HHV7KLVWDVNIRUFHWKHQSUHVHQWHGLWVILQGLQJVWRWKHHQWLUHZRUNIRUFH7KHOHDGHUVXSSRUWHGWKH
ILQGLQJVRIHDFKRIWKHWDVNIRUFHV:KHQWKHFKDQJHSODQVZHUHIRUPDOO\DQQRXQFHGWRWKHHQWLUHZRUN
IRUFHWKHOHDGHUOHYHUDJHGFRHUFLYHDQGUHZDUGSRZHUVE\PDNLQJLWFOHDUWKDWWKHSODQVRIWKHWDVNIRUFHV
ZRXOGEHLPSOHPHQWHGRXWSODFHPHQWDQGFRXQVHOLQJZHUHRIIHUHGWRWKRVHQRWZDQWLQJWRKHOSLQWKH
HQGHDYRU
7KHVLWXDWLRQRIERWKRIWKHVHH[DPSOHVLVVLPLODUWRWKDWRIWKH,1((/+/:3URJUDP2IILFH
/HDGHUVUHDOL]HGWKHLURUJDQL]DWLRQ¶VFRPSHWLWLYHQHVVZDVZHDNHQHGE\DODFNRIFRPSOHWHIRFXVRQWKH
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FXVWRPHUDQGWKH\UHDOL]HGWKDWWKHODFNKDGLWVURRWVLQHPSOR\HHEHKDYLRU%RWKOHDGHUVIHOWWKDWFURVV
EDUULHUQDWLRQDOJHRJUDSKLFDORUIXQFWLRQDOWHDPVIRFXVHGRQFULWLFDOSURFHVVHVRUWDVNVZHUHWKHNH\WR
FDXVLQJDFKDQJHLQEHKDYLRU
%HLQJLQDVLPLODUVLWXDWLRQLWLVUHFRPPHQGWKDW3URJUDP2IILFHPDQDJHPHQWDGRSWWKHVDPH
LPSOHPHQWDWLRQDSSURDFKWKDWWKHVHWZROHDGHUVGLGWKH\SUHVHQWHGWKHLUSHUFHLYHGEHKDYLRUEDVHG
SUREOHPDQGJHQHUDOVROXWLRQRIDV\VWHPRIFURVVIXQFWLRQDOWHDPVWRVXERUGLQDWHVVRXJKWWKHLUIHHGEDFN
DQGFRQVHQVXVHPSRZHUHGWKHPWRPDNHDOOWKHUHVWRIWKHGHFLVLRQVDQGJDYHWKHPWKHUHTXLUHGVXSSRUW
&RQFOXVLRQV
7KHLPSOHPHQWDWLRQRIWKHFULWLFDOV\VWHPVFRQFHSWGLIIHUHGLQWKHVHWZRH[DPSOHV2QHDSSHDUV
WRKDYHLQYROYHGIRUPDOEDVHGWHDPRUFRPPLWWHHVWUXFWXUHZKLOHWKHRWKHUKDGDGKRFWHDPV)RUPDORU
LQIRUPDOLVQRWWKHLPSRUWDQWFKDUDFWHULVWLF:KDWLVLPSRUWDQWLVWKDWWKHUHODWLRQVKLSVUHVSRQVLELOLWLHV
DQGUROHVRIWKHSDUWLFLSDQWVZHUHFKDQJHGWREHDOLJQHGLQVXFKDZD\WKDWWKH\IRUFHGDQGQRXULVKHG
PHDQLQJIXOFURVVIXQFWLRQDOFRPPXQLFDWLRQVDQGSUREOHPVROYLQJ
7KHOHDGHUVGLVFXVVHGLQWKHVHWZRH[DPSOHVGLGQRWDEGLFDWHWKHLUUHVSRQVLELOLW\WROHDG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